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E.O. 11652: N/A 
TAGS: EFIN, IT 

SUBJECT: ITALIAN EXCHANGE MARKET DEVELOPMENTS 

1. SUMMARY. BOI HAS CONTINUED TO INTERVENE MODERATELY IN EXCHANGE 
MARKET DURING OCTOBER. BOTH COMMERCIAL AND FINANCIAL LIRE HAVE 
REMAINED QUITE STEADY. ITALY HAD A BALANCE OF PAYMENTS SURPLUS 

OF $131 MILLION DURING SEPT, BUT THIS WAS ENTIRELY RESULT OF 
EUROMARKET COMPENSATORY BORROWING. CUMULATIVE DEFICIT FOR NINE 
MONTHS WAS $403 MILLION. END SUMMARY. 

2. HEAD OF BANK OF ITALY FOREIGN EXCHANGE OPERATIONS, ERCOLANI, 
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TOLD TREASATT OCT 17 THAT BANK HAS CONTINUED TO INTERVENE REGU- 
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LARLY BUT IN FAIRLY MODEST AMOUNTS, IN SUPPORT OF COMMERCIAL LIRE 
SO FAR IN OCTOBER. BOTH COMMERCIAL AND FINANCIAL LIRE EXCHANGE 
RATES HAVE STABILIZED, WITH COMMERCIAL RATE OF 564 LIRE PER 
DOLLAR ON OCT 17. THREE-MONTH FORWARD RATE FOR FINANCIAL LIRE WAS 
596 LIRE PER DOLLAR ON OCT 17. 

3. DURING MONTH OF SEPT, ITALY HAD BALANCE OF PAYMENTS SURPLUS 
OF $131 MILLION. HOWEVER. THIS WAS ENTIRELY DUE TO RECEIPT OF 
PROCEEDS FROM $500 MILLION CCOP EUROMARKET LOAN FOR CITY OF 
VENICE. ALSO DURING MONTH BANK OF ITALY REPAID ENTIRE $16.9 MILL- 
ION OUTSTANDING TO DANISH NATIONAL BANK UNDER INTRA-EC SWAP AR- 
RANGEMENTS. CONTRARY TO OUR EARLIER ASSUMPTION, REMAINING $72.2 
MILLION IN EC SWAPS WHICH WERE DUE TO BELGIAN NATIONAL BANK AT 
END-SEPT WERE NOT PAID OFF, BUT WERE ROLLED OVER UNTIL END-DEC. 
DURING ENTIRE NINE-MONTH PERIOD OF 1973, OVERALL BALANCE OF PAY- 
MENTS DEFICIT WAS $403 MILLION OF WHICH $289 MILLION WAS FINANCED 
FROM BOI/UIC NET ASSETS, WHILE NET FOREIGN BORROWING BY COMMER- 
CIAL BANKS OF $1 14 MILLION ACCOUNTED FOR FINANCING OF REMAINING 
DEFICIT. IN SAME PERIOD. TOTAL EUROMARKET COMPENSATORY BORROWINGS 
REACHED $3,132 MILLION, IN ABSENCE OF WHICH OVERALL B/P DEFICIT 
WOULD HAVE BEEN $3,535 MILLION. ON OTHER HAND. ADVANCE REPAYMENTS 
OF EARLIER EUROMARKET LOANS TOTALLED $65 MILLION DURING SEPT (ACTU- 
ALLY REPAYMENT OF AN ADVANCE FROM IMI). UNIDENTIFIED ADDITIONAL 
$80 MILLION IN PREPAYMENTS EARLIER IN YEAR BRING TOTAL TO $145 
MILLION SO FAR THIS YEAR. 
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